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INDEPENDENT AUDITOR'S REPORT

To the Gfficials of Cherokee County:

We have audited the accompanying financial statements of the governmental activities, sach major fund and
the aggregate remaining fund information of Cherckee County, lowa, as of and for the vear ended June 30, 2006,
which collectively coniprise the County’s basic financial statements listed in the table of contents. These
financial statements are the responsibility of Cherokee County’s managerent, Our responsibility is to express
opintons on these financial statements based on our audit,

We conducted our audit in accordance with ULS. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An sudit includes examining, on a test
hasis, evidence supporting the amounts and disclosures in the financial statements, An audit also includes
assessing the accounting principles used and sigmficant estimates made by management, as well as evaluating the
overall financial statement presentation, We believe our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
finaneial position of the governmental activities, each major fund, and the aggregate remaing fund information
of Cherokee County at June 30, 2006, and the respective changes in financial position and cash flows, where
applicable, for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated Qctober 19, 20046,
on our consideration of Cherokee Couniy's internal control over financial reporting and our tests of #ts compliance
with certain provisions of laws, regulations, contracts, grant agreements, and other metters. The purpose of that
report is to deseribe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing and not 1o provide an opinion on the internal contrel over financial reporting or on
compliance, That report is an integral part of an audit performed in accordance with Government Auditing

Management’s Discussion and Analysis and budgetary comparison information on pages 6 through 13 and
38 through 40 are not required parts of the basic financial statements, but are supplementary information required
by the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principatly of inquiries of management regarding the methods of measurernent and presentation of the required
supplementary information. We did not andit the information and express no opinion on it.



Our andit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Cherokee County’s basic financial statements. We previously audited, in accordance with the standards
referred to in the second paragraph of this report, the financial statements for the three years ended June 30, 2003,
(which are not presented herein) and expressed unqualified opinions on those financial statements, Other
supplementary information included in Schedules 1 through 6, including the Schedule of Expenditures of Federal
Awards required by U.S. Office of Management and Budget (OMB) Circular A-133, Audits of States, Logal
Governments. and Non-Profit Organizations, is presented for purposes of additional analysis and is not a required
part of the financial statements, Such information has been subjected to the auditing procedures applied in our
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

report contains an overview and analysis of the fimancial activities for the fiscal year ended June 30, 2006. he

Cherokee County provides this Management Discussion and Aualysis of its financial statements. This

following information should be considered in relation to the County’s financial statements included i this
report.

This is the third year that Cherokee County has been required to report all activities on a full accrual

basis, as required by the reporting standards of GASB 34. The following comprebensive comparison to fiscal
year 2005 makes it more meaningful for the public to understand the County’s financial position and results of
opoerations.

2006 FINANCIAL HIGHLIGHTS

Cherokee County governmental fund revenues increased approximatety $834,884 from fiscal vear 2005
to fiscal year 2006, Property taxes and other county tax increased approximately 5327671,

Cherokee County’s governmental fund expenditures increased approximately $165,795 from fiscal year
2005 to fiscal year 2006, Mental health expenditures increased by approximately 5168,861 and capital
projects expenditures decreased approximately §341,915,

Cherokee County’s net assets increased 15.7%, or approximately $3,138,661, from June 30, 2003 to
June 33, 2006,

USENG THIS ANNNUAL REPORT

8

The annual report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis introduces the basic financial stalements and provides an
analytical overview of the County’s financial activities,

The Government-wide Financial Statemenis consist of a Statement of Net Assefs and a Statement of
Activities. These provide information about the activities of Cherokee County as a whole, and present
an overall view of the County’s finances,

The Fund Financial Statements tel]l how governmental services were financed in the short term as well
as what remains for fulure spending. Fund financial statements report Cherokee County’s operations in
more detail than the government-wide statements by providing information about the most significant
funds. The remaining stalements provide financial information about activities for which Cherokee
County acts solely as an agent or custodian for the benefit of those outside of County government
{Agency Fands).

Notes to financial statements provide additional information essential to a full understanding of the data
provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the County’s budget tor the year.

Other Supplementary Information provides detailed information about the nonmajor Special Revenue

and the individual Agency Funds. In addition, the Schedule of Expenditwres of Federal Awards
provides details of various programs beneliting the County.

6



REPORTING THE COUNTY’S FINANCIAL ACTIVITIES

Government-wide Financial Statements

Accounting methods similar to those used in private-sector businesses are used in preparing the County-
wide financial statements. The information contained in these reports helps the pubbic to understand if
Cherokee County’s financial position is beiter or worse after the {iscal vear has ended.

being reported as the difference between assets and Habilities. Over time, increases or decreases in the
County’s net assets will indicate if the financial position of the county is improving or deferiorating.

The Statement of Activities includes all of the current year’s revenues and expenses. All changes in net
assets ave reported as soon as the change occurs, regardless of when the cash was received or paid. Therefore,
revenues and expenditures for some items will be reported in this statement and their resulting cash flows will
be reported in future Hiscal reports.

Cherokee County’s governmental activities are presented in the Statement of Net Assets and the
Statement of Activities. Governmental activities inclade public safety and legal services, physical health and
social services, mental health, county environment and education, roads and transportation, governmental
services to residents, administration, and non-program activities. Property tax and state and federal grants
finance most of these activities.

Fund Financial Statements

The Fund Financial Statements provide more detailed data about Cherokee County’s funds. Funds are
used to keep track of sources of funding and spending on particular programs, Most “major’” funds are required
by state law while the County establishes other funds 1o control and manage money for specific purposes or to
show that it 1s properly using certain revenues such as federal grants.

Cherolee Couniy has three kinds of funds:

1) Governmental Funds account for most of the County’s basic services. These focus on how money
flows iatto and out of those funds, and the balances left at year-end that are available for spending. The
governmental funds include: 1) the General Fund, 2) the Special Revenue Funds, such as Mental Health, Rural
Services, and Secondary Roads, and 3) the Capital Projects Fund. These funds are reported using the current
financial resources measurement focus and the moedified acerual basis of accounting, which measures cash and
all other financial assets that can readily be converted 1o cash, The governmental fand financial statements
provide a detailed, short-term view of the County’s general governmental operations and the basic services it
provides. Governmental tund information helps determine whether there are more or fewer financial resources
that can be spent in the near future {0 finance Cherokee County’s programs.

The required financial statements for governmental funds include a balance sheet and a statement of
revenues, expenditures, and changes in fund balances.

2) Proprietary fands account for the County’s Internal Service, Employee Group Health Insurance
Fund. Internal Service Funds are an accounting device used 10 accumulate and allocate costs internally among
the County’s vartous functions.

The required financial statements for proprietary funds include a statement of net assets, a statement of
revenues, expenses, and changes in fund net assets, and 2 staternent of cash flows.

3) Fiduciary funds are used to report assets held in a trust or agency capacity for others which cannot
be used to support Cherokee County’s own programs.



REPORTING THE COUNTY'S FINANCIAL ACTEVITIES - {Continued)

The required financial statements for fiduciary funds include a statement of fiduciary asseis and
liabilities.

Reconciliations between the government-wide financial statements and the fund financial statements
follow the fund financial statements. '

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position. Cherokee
County’s combined net assets were $23,127,785 for fiscal year 2006, This retlects a $3,138,661 (15.7%)
increase over fiscal year 2005 net assets of $19,989,124. This increase can be substantully attributed to
roadway construction, The analysis that follows focuses on the changes in the net assets for governmental
activities,

MNet Assets of Cherokee County’s Governmental Activities

June 30,

2006 2003
Current and other assets 5 9,767,100 $ 428766
Capital assets 17,308,827 14,306,278

Total assets

Other habilities
Total Halnitties

Net assets

Invested in capifal assets, net of related debt 17,303,827 14,306,278
Restricted 4,021,042 3,906,730
Unrestricted 1,800,916 37761106

Total net assets

Net assets of Cherokee County’s governmental activities increased by 83,138,661 compared to fiscal
vear 2005. The largest portion of Cherckee County’s net assets is invested in capital assets {e.g., tand,
infrastructure, buildings, and equipment). Restricted net assets represent resources thai are subject to external
restrictions, constitutional provisions, or enabling legislation on how they can be ased. Unrestricted net assets -
the part of net assets that can be used to finance day-to-day operations without constraints established by debt
covenants, enabling legislation, or other legal requirements, are reported at approximately $1,800,916 as of June
30, 2006.



Changes in Net Assets of Cherokee County’s Governmental Activities

Yoear Ended
dune 39,

2000 2005
Revenues:
Program revenues:
Charges for service e 1,332,610 % 482 950
Operating grants, contributions, and restricted inferest 4,361,747 3,744.911
Capital grants, contributions, and restricted interest 2,332,064 1,570,891
General revenues:
Propesty 1ax 3,535,501 3.210.286
Penalty and interest on property tax 26,997 28,534
State tax credils 191,711 192,619
Tax increment financing 125,361 499,729
Grants and contributions not restricted o specific purpose 62,100 56,786
Unrestricted investment earnings 174,268 116,519
Other general revenues 8,162 31,015
Total revenues 12,157,521 9,934,240
Program expenses:
Public safety and legal services 1,439,214 1,453,842
Physical health and social services 716,618 706,160
Mental health 1,230,777 1,059,934
County envirenment and education 458 859 464,701
Roads and transportation 3,389,616 3,069,182
Croversmental services to residents 304,752 277,853
Adpimistration 1.475.024 1,024 144
Total espenses 9,014,860 8,055,836
Increase innel assets 3,138,661 1,878,404
Met assets beginmng of year 19,989,124 18,110,720
Net assets end of year $...23.127.785 $ 16989124

Cherokes County’s property tax revenue increased by $328.215 due to & 3.79% increase in property
valuation. The County increased levy rates in both the General and Rural Funds while slightly decreasing the
levy rate in the Mental Health Fond.

INDIVIDUAL MAJOR FUND ANALYSIS

As Cherokee County completed the vear, its governmental funds reported a combined fund balance of
$5.830.021, an increase of $71,843 from last year’s $3,758,178 ending fund balance. The increase in fund
balance is primarily attributable 1o the increase in property valuations. The Cherokee County Board of
Supervisers chose to “spend down” the fimd balance as a way of reducing the potential increase in property
taxes for the citizens of Cherokee County. The following are the major reasons for the changes in fund balances
of the major funds from ihe prior yeat:

o General Fund revenues and expenditures reflect pormal increases in expenditures pertaining to Iabor
costs and insurances increases. The ending fund balance showed a decline of §56.042 from the prior
veay 1o 51,704,580,



INDIVIDUAL MAJOR FUND ANALYSIS ~ (Continued)

»  Cherokee County has continued to look for ways to effectively manage the cost of mentat health
services. As a calcutated risk, the Cherokee County Board of Supervisors along with the Central
Point Coordinator, chose 1o levy at 100% and reduce the ending fund balance 10 helow 25% as a
means of qualifying for Allowable Growth dollars as provided by the Department of Human Services,
For the yvear, expenditures totaled approximately $1,227,280, while revenues generated for this fund
in Fiscal Year 2006 were $1,016,470. The resulting decrease in the Mental Health Fund balance at
year end was $210,810, leaving an ending fund balance of $29,061.

¢ Rural Services ending fund balance for fiscal year 2006 was $282.120, which is a $18.207 increase
from the prior year’s batance of $263,913. This change is a result of Cherokee County’s roral
vatuation increase.

s  Secondary Roads ending fund balance increased by $341,108 for the year ending June 30, 2006. The
prior vear fund balance was $3,165,851, and was increased to a $3,506,959 fund balance after
completion of the 2006 year.

&  Other Special Revenue Funds, which include County Recorder Records Management, Conservation
Land Acquisition Trust, Resource Enhancement and Protection, and the Capital Projects fund, are
classified as nonmajor special revenue funds. The combined activities of these funds resulted in a
decrease in fund balance of $20,620. The ending fund balance for 2006 was $306.701 which is a
reduction from the prior vear’s ending fund balance of $327,321.

BUDGETARY HIGHLIGHTS

Over the course of the vear, Cherokee County amended its budget once. This amendment was made on
May 2, 2006 by the County Board of Supervisors for the following reasons:

o Increased Other County Tax Revenue by $55,000 for additional Local Option Sales Tax proceeds.

s Increased Intergovernmental Revenues by $59,300, which included $26,000 for pass through grants,
$23,000 from Help America Vate Act (HAVA) funds, and $10,500 for Environmental Health grants.

o Miscellancous Revenues were increased for Sheriff’s Forfeited Property in the amount of $6,400.

»  Operating Transfers In were increased by $9,900 to account for transfers of unused balances in the
General Allocations and Physical Planning funds into the General Fund.

¢ Expenditures in the Public Safety service area were increased by 841,271, These included $5.000 for
Clerk of Court law library, 510,000 for Medical Examiner autopsy fees, $6,400 in Forfeited Property
funds, and $19,871 in the Sheriff”s Department for fuel and prescriptions,

o Additional expenses were amended in Physical Health to authorize $12,500 in additional
Environmental Health spending for grants and animal disposal.

e Mental Health expenses were increased by $100,000 through this amendment to cover additional
State Hospital bills.

¢ Increased Expenditures in Government Services to Residents by $10,000 due to clection costs,

o Administration was increased by $151,000 1o include the pass through grants previously mentioned
totaling $26,000, along with $20,000 of General Services vtility and capital improvement expenses,
$30,000 in increased Work Comp Insurance, and $75.000 of additional Local Option Rural
Betterment Projects.

s Increased the Operating Transfers Out by $9,900 to account for transfers of unused balances from the
General Allocations and Physical Planning Funds into the General Fund.



CAPLEAL ASSETS

Cherokee County’s Capital Assets activity for the year ended June 30, 2006 was as follows:

Capital Assets of Governmental Activities at Year End

June 30,
2006 2005
Governmental activities:
Capital assets not being depreciated:
Land § 198517 $ 180,750
Construction in progress 2,540,203 3,085 089
Total capital assets not being depreciated 338810 3,263,839
Capital assets being depreciated:
Buildings 3,576,367 3,547,197
Improvemenis other than buildings 4,750 9,750
Equipment and vehicles 5,187,832 5,007,421
Infrastructure, road network 10,117,300 6,596 495
Total capital agsets being depreciated 18,891 249 15.163.8463
Less accumulated depreciation for
Buildings 1,625,191 1,578,973
Improvements other than buildings 2621 2,134
Fguipment and vehicles 2,274,444 2,230,912
Infrastructure, road network 717,976 211,405
Total accumulated depreciation 4,624 237 4,123,424
Total capital assets being depreciated, net 14.267.017 11040439
Governmentai activities capital assets, net 317,305 827 514,306,278

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND LEVY RATES

Cherokee County’s elected and appointed officials and citizens considered many factors when setting the
fiscal yvear 2007 budget, tax rates, and the fees that will be charged for various county services.

State revenue cutbacks, health insurance increases, a generally flat economy, and a decreasing balance

in available funds have influenced the Cherokee County Board of Supervisors” decision concerning tax rates for
the 2007 fiscal year budget.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND LEVY RATES (Continued)

The fiscal vear 2007 budget cerlified tax revenues, broken down by the major funds that Cherokee
County receives are as follows:

Fiscal Year 2007 Fiscal Year 2006 Fiscal Year 2005  Fiscal Year 2004

Diollars Certified Dollars Certified Diolars Certified  Dollars Cerified
General Fund $1,851,711 $1,731,007 $1,684,801 $1,845,024
Mental Health Fund 458,288 346,201 336,960 415,131
Rural Basic Fund 1,211,321 1,106,499 §27,196 938,547
Total Taxes Collected $3,521,320 $3.183.707 42,848,957 $3,198,702

3,183,707
3,621,320

.
iy
<
o)
<
oo
o |

Levy Rates (based on $/$1,000 taxable valuation) for Cherokee County have been:

Fiscal Year 2007 Fiscal Year 2006 Fiscal Year 2005 Fiscal Year 2004

Levy Rates Levy Rates Levy Rates Levy Rates
General Fund 3.50 3,50 320 3.20
Mental Health Fund HRa623 70 12 72
Rural Basic Fuad 3.25 325 2.24844 2.24846

fowa Code limits the General Fund levy rate to $3.50 per $1.000 of taxable value. A majority of fowa
Counties are at that Himit and levy in the General Supplemental Pund which allows them to exceed the $3.50
general basic levy for certain expenditures which include employee benefits (i.e. bealth insurance, FICA, and
IPERS), county risk management expenditures, election costs, and court ordered settlements. The Rural Basic
levy rate limit s $3.95 per §1,000 of taxable value. Fach vear, more counties are reaching that limit and are
using the Rural Supplemental levy for expenditures as allowed in the general supplement fund.
12



ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND LEVY BATES ~ (Continued)

Cherokee County's Taxable Valuations reflect a slight tncrease for fiscal year 2007

Fiscal Year 2007  Fiscal Year 2006 Fiseal Year 2003 Fiscal Year 2004

Valuations Valuations Valuations Yaluaiions
Rural Taxable 389,808,290 357,515,424 344 529,208 417,417,705
Urban Taxable 161,036,663 158,830,352 152,943,340 159,152,293
Total Taxable 550,844,953 516,345,776 497 472,548 576,569,998

Cherokee County has been fortanate that there have been several good economic years  the past, allowing
fund balance to carry the burden of the fiscal vear 2007 budget concerns due to the decrease in valuations,
Looking forward into the fiscal year 2008 budget year, Cherokee County will need to address increasing wage
related benefits with potential levy rate increases in the Rural Basic levy and/or utitizing the General Basic
Supplemental levy 1o maintain a desired 25% ending fund balance. This ending fund balance is needed to cover
expenses incurred during the first quarter of the fiscal year, before any potential tax revenues are received via
property tax payments,

Cherokee County anticipates a gradual increase in valuations in the upcoming budgets, however, it will take
several years to gain hack the extremely large decrease that was seen for fiscal year 2005, Future budget
processes will present difficult balancing of covering mandated services and expenditures while maintaining a
conservative attilude with the tax levy rates.

CONTACTING CHEROKEE COUNTY’S FINANCIAL MANAGEMENT

Thig financial report is designed to provide Cherokee County’s citizens, taxpayers, customers,
aud creditors with a genera} overview of Cherokee County’s finances and to show the County’s accountability
for the money it receives. If you have questions about this report or need additional financial information,
contact the Cherokee County Auditor’s Office, 520 West Main, Cherokee, lowa.

13



CHERQKEE COUNTY
STATEMENT OF NET ASSETS

JUNE 30, 2006

ASSETS
Cash and ponled investmenis
Receivables:
Property tax:
Delinquent
Succeeding year
Interest and penalty on property tax
Accounts
Accrued interest
Pue from other governments
Inventorics
Prepaid expenses
Capital assets {net of accurnulated depreciation)
Total assets

LIABILITIES
Accounts payable
Due to other governments
Deferred revenug:

Succeeding year property tax
Long-term liabilities:

Portion due or payable within one year:

Compensated absences
Total liabilities

NELASSETS
Invested in capital assets
Restricted for:
Mental health purposes
Rural service purposes
Secondary roads purposes
Other purposes
Unrestricted
Total net assets

Ses notes to financial statements.
14

Exhibit A

Governmental
Agtivities

5 4,603,956

2,363
3,422,591
2,674
078,080
27,260
176,241
333,340
220,595
17,305,827
_27.072.927

206,937
129,271

3,422,591

186,343
3,945,142

17,305,827

19,640
282,614
2,411,981
306,807
1,800,916



CHERQELL COUNTY

Functions/Programs
Govemmental activitics:

Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services 1o residents
Administration

Total

General Revenues:

Property and other county tax levied for:
General purposes

Penalty and inierest on property tax

State tax credits

Tax increment financing

Grarts and contributions not restricted
to specific purpose

Unrestricted investient earnings

Miscellaneous

Total general revenucs

STATEMENT OF ACTIVITIES Exhibit B
YEAR ENDED JUNE 20, 2006
Program Revenues
Operating Grants,  {apital Grants, Met {Expense)
Coniributions, Contributions,  Revenue and
Charges for  and Restricted  and Restricted  Changes in
Expenses Servige Interest Intsrest Net Assels

$1.439214 & 254239 7968 § - $ (1,177,607
716,618 277,411 373,853 - {65,354}
1,230,777 21,143 652,782 - {555 852}
458,859 23,289 19,399 - {416,171}
3,389,616 403,746 3133966 2,332,064 2,480,154
304,752 236,732 173,779 - 105,759
1,475,024 116,056 - - {1,358.568)
$0014,850 $1,332610 461,747 § 2332064 {088,430y
3338501

26,567

191,711

125,361

62,100

174,268

AL

4,127,100

3,138,661

Change i net assets
Met assets beginning of year

Net assets end of year

See notes to financial statements.
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{ ash and pooled investments
Receivabies:
Accounts
Property tax:
Dielinguent
Succeeding yesy

Interest and penalty on property tax

Accraed interest
Due from other governments
Prepaid expense
Inventones

Tonal assets

EIAB
{iabilites:
Accounts payable
Due fo other governmens
Dieferred revenue:

Succerding year property tax

Other
Total Labilities

Fund balances:
Reserved for:
Inventories
Unreserved, reporied i
General fund
Special revenue funds
Total fund balances

Total Habilities and fund balances

e ADn LA e tiNG T
BALANCE SHEET

Exhibit C

IVERNMENTAL FUNDS
TUNT 39 2008
Special Revenue
Meniatl Rural Secondary

(eneral Healih Service; Roads Nonmaior Total
$1,3%3233 % 188,160 § 230,100 § 2,330373 $288.756  $£4.430.622
26,233 6,597 52,520 875,609 17.621 978,080
1,412 330 494 - 167 2,363
1,786,649 442,185 1139114 - 34,643 3422391
2,674 - - - - 2,674
27,260 - - - - 27,260
171,224 3368 - - 1,649 176,241
152,216 - - 68374 - 224,595
- - - 333,330 - 332340
$3350,001 § 640660 $1,441.728 3 3616701 $343776 893503 766
T 48443 3 49570 % - $ 106,599 § 23235 5 208937
7,227 118,901 - 3,143 - 129,271
1,786,649 442,185 L3914 - 34,643 3422591
4,002 343 494 - 147 4,946
1,846,321 510,999 1150608 109,742 37,07 3,763 745
- - - 333340 - 333340
§,7G4,580 - . - - 1,704,380
- 29,661 282120 3,173,619 306701 3,792,101
1,704,580 29,661 282,120 3806959 306701 5830021
£355000]  § 40600 31441728 § 3616701 8343776 §9.593.766

See notes to Anancial statements.
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CHEROREE COUNTY

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL

FUNDS TO THE STATEMENT OF NET ASSHTS

Total governmental fund balances

JUNE 30, 2006

Amounts reported for governmental activities in the Statement of Net

Assets are different because:

Capital assets used in governmental activities are not current financial

resonrces and, therefore, are not reported in the funds. The cost of assets is

$21.,930,059 and the accumulated depreciation is $4,624,232.

(ther long-term assets are not available to pay current period expenditures

and, therefors, are deferred in the funds.

The Toternal Service Fund 1s used by management to charge the costs of
partial self funding of the County’s health insurance benefit plan to

individual funds. ‘The assets and liabilities of the Internal Service Fund are

included in governmental activities in the Statement of Net Assets.

Compensated absences payable are not due and payable
in the current period and, therefore, are not reported in the funds.

Net agsets of govermmental activities

See notes to financial statements.
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$ 5,830,021

17,305 827

4,946

173,334

823,127,783



STATEMENT OF REVENUES

LRERVIRI LRI e ¥

LXPENINTURES, AND

CHANGES IN FUND BALANCES

Revenues:

Property and other County tax
Interest and penalty on property tax
Tax increment financing revenues
Intergovernmental
icenses and permits
Charges for service
{Use of money and property
Miscellaneous

Total revenues

Expenditures:

{Operating:
Pubiic safery and legal services
Physical heshih and social services
Mental health
County eavirenment and educaticn
Koads and transportation
Governmenial services to residents
Adminisiration

Capital projects

Total expendifures

Exoess (deflciency) of revenues over
expenditures

Other financing sources (uses):
Sale of assels
Operating {ransters in
Operating fransfers out
Total other financing sources (uses}

Wet change in fund balances
¥und balances, beginning of yoa

Fund halances, end of year

GOVERNMENTAL FUNDS
YEAR ENDED SUNE 30, 2006

Special Revenue

Exhabi B

Mental Rural Secondary
General Heslth Services Reads  MNonmajor Jotal
$ 1.886,962 3 336,303 $1.406503 % - $107.934 33,337,504
26,574 - - - - 26,574
- - - - 125,361 125,361
907 555 675,541 63308 3,211,414 34,463 4892279
16,808 - 625 31,248 - 48.679
299,163 550 375 2224 2,452 304,764
175,263 - - 3,503 1.0t 181,677
68,248 3,875 25 136,208 14,697 223,054
3181571 1016470 470,836 3,386,597  28G 818 G342 292
1,225,494 - 136,691 - 71,632 1,454,137
702,608 - - - 16,430 718,458
- 1,227,280 - - - 1,227,280
218,335 - 208,010 - 22,983 447528
- - 33,628 28954 574 - 31,008,202
369,742 - - - §.802 408,544
703,743 - - - 177,642 881,385
- - 1,132415 - i,132.415
31247822 1,227 280 418,625 4086889 287,529 G 277 849
{65,951} (216.810y 1052207 300302y (071D 64,343
- - - 7,500 - 7,500
4,904 - - 1,034,000 - 1,043,609
- - (1,034,000) - (9,900 (1,043,909}
9,908 - (1,034000) 1041500 {5,909 7,500
(36,042) (210,810} 18,207 341,108 {20,620) 71,842
1760622 240,471 263,913 1165851 327.321 8,758178
$ 1704380 % 29661 S 282,120 $3.506959  §306,70] 3,820,021

to financial statements.
1

See notes



CHEROREE COUNTY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES Bxhibit I
YEAR ENDED JUNE 30, 2000

Net change in fund balances - Total governmental funds § 71,843

Amounts reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures while
govermmental activities report depreciation expense to altocate those
expenditures over the life of the assets. Capital outlay expenditures and
contributed capital assets exceeded depreciation expense in the current
vear as follows:

Expenditures for capital assets $1,528,844
Capital assets contributed by the Iowa Department of Transportation 2,254,616
Depreciation expense (771,574} 3,011,886

In the Statement of Activities, the loss on the disposition of capital assets
is reported whereas the governmental funds report the proceeds from the
sale as an increase in financial resources. (12,338)

Because some revenues will not be collected for several months after the
County’s year end, they are not considered available revenues and are
deferred in the governmental funds as follows:

Property tax 597
Other 423 1,020

Some expenses reported-in the Statement of Activities do not require the
use of current financial resources and, therefore, are not reported as

expenditures in governmental funds, as follows:

Compensated absences {24,400)

The Internal Service Fund is used by management fo charge the costs of
emplovee health benefits to individual funds. The change in net assets of
the Internal Service Fund is reported with governmental activities. 80,650

Change in net assets of governmental activities

See notes to financial statements.
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ASSETS
Cash

LIABILITIES
Accounts payable

NET ASSETS

Unrestricted

CHEROKEE COUNITY
JUNE 30, 2000

See notes fo financial statements.
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Exhibit G

Internal
Service-
Emplovee
CGroup

Health

$173,334

$173,334




CHEROKEL COUNTY

STATEMENT OF REVENLUES, EXPENSES, AND

Operating revenues:
Reimbursements from employees

CHANGES IN FUND NET ASSETS

PROPRIETARY FUND
YEAR ENDEDJUNE 30, 2006

Retmbursements from operating funds

Jnsurance reimbursements

Operating expenses:
Insurance premiuns
Administrative foes
MisceHaneous

Operating income

Non-operating revenues:
Interest income

Net income

Net assets beginning of vear

Net assets end of year

See notes to financial statements.
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Exhibit H

Internal
Service-
Emplovee
Ciroup
Health

S §9,339
538,070
288§ 627.697
532,936
022
295 540,253
87,444
3206
90,650
82,684

$ 173,334
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CHEROQKEE COUNTY

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
TUNE 30, 2006

Exhibit I

Cash flows from operating activities:
Cash received from operating fund reimbursements
Cash received from employees and others
Cash payments to suppliers for services

Net cash provided by operating activities

Cash flows from investing activities:
Interest on investments

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of vear

Reconeiliation of eperating income to net cash
provided by operating activities:
Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:
Decrease in accounts receivable
Decrease in accounts payable

Net cash provided by operating activities

Internal
Service-
Emplovee
Group
Health

§ 538,070
117,142

115,273

3,206

118,479

54855

$ 173334

3 87444
28,114
(285)

5115273

RIS

See nofes to fmancial statements.
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STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

CHERQKEE COUNTY

ASSETS

Cash and pooled investinents:

Counly treastrer
Other county officials
Roceivables:

Property tax:
Delinquent
Suceceding year

Agcounts

Special assessnents

Total assets

Accounts payable

Trusts pavable

Due to other governments
Total liabilities

Net Assets

AGENCY FUNDS
JUNE 30, 2006

See notes to financial statements.
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Exhibit J

5 733,008
39,858

10,464
10,268,257
31,978
185,489

11,269,144

919
12,479
11,255,746
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 36, 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cherokee County is a political subdivision of the State of lowa and operates under the Home Rule
provisions of the Constitution of fowa. The County operates under the Board of Supervisors form of
government. Elections are on a partisan basis. Other elected officials operate independently with the
Board of Supervisors. These officials are the Auditor, Treasurer, Recorder, Sheriff, and Attorney. The
County provides numerous services to citizens, inchuding law enforcement, health and social services,
parks and cultural activities, planning and zoning, roadway construction and maintenance, and general
administrative services.

The County’s financial statements are prepared tn conformity with U.S. generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board.

Al

Reporting Entity

For financial reporting purposes, Cherokee County has included all funds, organizations, agencies,
boards, commmissions, and avthorities. The County has also considered all potential component units
for which it is financially accountable, and other organizations for which the nature and sigpificance
of their retationship with the County are such that exclusion would canse the County's financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board has set
forth criteria to be considered in determining financial accountability. These criteria include
appointing a voting majority of an organization’s goveming body, and (1) the ability of the County 10
impose its will on that organization or (2) the potential for the organization to provide specific benefits
to, or impose specific financial burdens on, the County. The County has no component units that meet
the Governmental Accounting Standards Board criteria.

Jointhy Governed Organizations - The County also participates in several jointly governed
organizations that provide goods or services to the citizenry of the County but do not meet the criteria
of a joint venture since there is no ongoing financial interest or responsibility by the participating
governments, The County Board of Supervisors are members of or appoint representatives to the
following boards and commissions: Cherokee County Assessor's Conference Board, Cherokee
County E911 Service Board, Plains Arca Mental Health, Cherokee Counnty Solid Waste

Commisston, and the Northwest lowa Multicounty Regional Juvenile Detention Center. Financial
transactions of these organizations are inchuded in the County's financial statements only fo the extent
of the County's fiduciary relationship with the organization and, as such, are reported in Agency Funds
of the County,

Basis of Presentation

Government-wide Financial Statements - The Statement of Net Assets and the Statement of
Activities report information on all of the nonfiduciary activities of the County. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities are
supported by property tax, intergovernmental revenues, and other nonexchange transactions.

The Statement of Net Assets presents the County’s nonfiduciary assets and liabilities, with the
difference reported as net assets. Net assets are reported in three categories.

Invested in capital assets cousists of capital assets net of accumulated depreciation.



CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS

], SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B. Basis of Presentation ~ {Continued)

Restricted net assets resalt when constraints placed on net asset use are cither externally imposed
or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the two preceding
categories. Unrestricied net assets often have constraints on resources imposed by management,
which can be removed or modified.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those clearly identifiable with a specific function.
Program revenues include (1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function and (2) grants, contributions, and
interest restricted to meeting the operational or capital requirements of a particular function. Property
tax and other items not properly included among program revenues are reported instead as general
TEVEnUSs,

Fund Financial Statements - Separate financial statements are provided for governmental funds,
proprictary funds, and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds are reported as separate columns in the
fund financial statements. All remaining governmental fonds are aggregated and reported as nonmajor
governmental funds.

The County reports the following major governmental funds:

The General Fund is the general operating fund of the County. All general tax revenues and other
revenues not allocated by law or contractual agreement to some other fund are accounted for in
this fund. From the fund are paid the general operating expenditures, the fixed charges, and the
capital improvement costs that are nol paid from other funds.

Special Rovenue:
The Mental Health Fund is used to account for property tax and other revenues designated to be
used o fund mental health, mental retardation, and developmental disabilities services,

The Rural Services Fund is used to account for property tax and other revenues to provide
services which are primarily intended to benefit those persons residing in the county outside of

incorporated city areas.

The Secondary Roads Fund is used to account for secondary road construction and
maintenance.

Additionally, the County reports the following funds:

The Capital Projects Fund is used to account for all resources used in the acquisition and
construction of capital facilities.

Proprictary Fund - An Internal Service Fund is utilized to account for the financing of goods or

services purchased by one department of the County and provided to other departments or
agencies on a cost reimbursement basis.
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CHEROKEL COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 36, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B.

C.

Basis of Presentation - {Continued)

Fiduciary Funds - Agency Funds are used to account for assels held by the County as an agent for
individuals, private organizations, certain jointly governed organizations, other governmental
units, and/or other funds.

Measurement Focus and Basis of Accounting

The government-wide, proprietary fund, and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are recorded
when carned and expenses are recorded when a lability is incurred, regardless of the timing of related
cash flows. Property tax is recognized as revenue in the year for which it is levied. Grants and similar
items are recognized as revenue as soon as all cligibility requirements imposed by the provider have
been satisfied.

Govermmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting., Revenues are recognized as soon as they are both
measurable and avarlable. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafier to pay Habilities of the current period.  For this purpose, the
County considers revenues to be available if they are collected within 60 days after year end.

Property 1ax, intergovernmental revenues (shared revenues, grants and reimbursements from other
governments), and interest are considered to be susceptible to accrual. All other revenue items are
congidered to be measurable and available only when cash is received by the County.

Expenditures generally are recorded when a Hability is incurred, as under accrual accounting.
However, principal and interest on long-term debt, claims and judgments, and compensated absences
are recorded as expenditures only when payment is due. Capital asset acquisitions are reported as
expenditares in governmental funds. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

Under the terms of grant agreements, the County funds certain programs by a combination of specific
cost-reimbursement grants, categorical block grants, and general revenues. Thus, when program
expenses are incurred, there are both restricted and unrestricted net assets available to finance the
program. It is the County’s policy to first apply cost-reimbursemesnts grant resources to such programs,
followed by categorical block grants, and then by general revenues.

The proprietary fund of the County applies all applicable GASB pronouncements, as well as the
following pronouncements issued on or before November 30, 1989, unless these pronougcements
conflict with or contradict GASB pronouncements: Financial Accounting Standards Board Statements
and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
Committes on Aceounting Procedure.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprictary fund’s principal ongoing operations. The principal operating revenues of
the County’s Internal Service Fund are charges to customers for sales and services. Operaling expenses
for internal service funds include the cost of services and administrative expenses. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.
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CHEROQKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2000

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

C.

Measurement Focus and Basis of Accounting - {Continued)

The County maintains its financial records on the cash basis. The financial statements of the County
are prepared by making memorandum adjusting entries to the cash basis financial records,

Assets, Liabilities, and Fund Fquity

The following accounting policies are followed in preparing the financial statements.

Cash, Pooled Investments, and Cash Equivalents - The cash balances of most County funds are pooled
and invested, Tmierest earned on investments is recorded in the General Fund, unless otherwise
provided by faw, Investments ave stated at fair value except for non-negotiable certificates

of deposit, which are stated at cost.

For purposes of the statement of cash flows, all short-term cash investments that are highly liquid are
considered to be cash equivalents. Cash equivalents are readily convertible to known amounts of cash
and, at the day of purchase, they have a maturity date no longer than three months.

Property Tax Receivable - Property tax in governmental funds is accounted for using the modified
acerual basis of accounting,

Property tax receivable is recognized in these funds on the levy or lien date, which is the date the tax
asking is certified by the County Board of Supervisors. Delinquent property taxes receivable represents
unpaid taxes for the current and prior years. The succeeding year property tax receivable represents
taxes certified by the Board of Supervisors to be collected in the next fiscal year for the purposes set out
in the budget for the next fiscal year. By statute, the Board of Supervisors is required to certify its
budget in March of each year for the subsequent fiscal year. However, by statute, the tax asking and
budget certification for the following fiscal year become effective on the first day of that year.

Although the succeeding vear property tax receivable has been recorded, the related revenue ig deferred
in both the government-wide and fund financial statements and will not be recognized as revenue until
the year Tor which it is levied.

Property tax revenues recognized in these funds become due and collectible in September and March of
the fiscal year with a 134% per month penalty for delinquent payments; is based on January 1, 2004,
assessed property valuations; is for the tax acerual period July 1, 2005, through June 30, 2006; and
reflects the tax asking contained in the budget certified by the County Board of Supervisors in March
2005,

Interest and Penalty on Property Tax Receivable - Interest and penalty on property tax recetvable
represents the amount of interest and penalty that was due and payable but has not been collected.

Due from Other Governments - Due from other governments represents amounis due from the State of
fowa, various shared revenues, grants, and reimbursements from other governments.

Special Revenue Funds consist of expendable supplies held for consumption. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased.
Reported inventories in the governmental fund financial stalements are equally offset by a fund balance
reserve which indicates that they are not available to liguidate current obligations.
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

n.

Assets, Liabilities, and Fund Equity - (Continued)

assets {e.g., roads, bridges, curbs, gutters, sidewalks, and similar items which are immovable and of
value only to the government), are reported in the governmental activities column in the government-
wide Statement of Net Assets. Capital assets are recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation. The costs of normal maintenance and repair that do not add 1o the value of the asset
or materially extend asset Hves are not capitalized. Reportable capital assets are defined by the County
as assets with initial, individual costs in excess of the following thresholds, and estimated useful lives
in excess of two years.

Asset Class Amonnt
Infrastructure 865,000
Buildings 25,000
Eguipment 10,000

Capital assets of the County are depreciated using the straight line method over the following estimated
useful lives:

Estimated
Useful Lives
Asset Class (In Years)
Buildings 15-100
Infrastructure 12-65
Pguipment and vehicles 5-25

Due to Other Governments - Due to other governments represents taxes and other revenues collected by
the County and payments for services which will be remitted to other governments,

Trusts Pavable - Trusts payvable represents amounts due to others which are held by various County
officials in fiduciary capacitics until the underlying legal matters are resolved.

Deferred Revenwe - Although certain revenues are measurable, they are not avatlable. Available means
collected within the current period or expected to be collected soon enough thereafter to be used to pay
liabilities of the current period. Deferred revenue in the governmental fund financial statements
represents the amount of assets that have been recognized, but the related revenue has not been
recognized since the assets are not collected within the current period or expected to be collected soon
enough thereafier to be used to pay liabilities of the current period. Deferred revenue consists of the
succeeding vear property tax receivable as well as delinguent property tax receivable and other
recetvables not collected within sixty days after vear end.

Deferred revenue in the Staternent of Wet Assets consists of succeeding vear property tax receivable
that will not be recognized as revenue until the year for which it is levied and unspent grant proceeds.
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2000

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

3. Assets, Liabilities, and Fund Equity - (Continued)

Compensated Absences - County employees accumulate a limited amount of eared but unused
vacation and compensatory hours for subsequent use or for payment upon termination, death, or
retirement. A liability is recorded when incurred in the government-wide, proprietary fund, and
fiduciary fund financial stajements. A lability for these amounts is reported in governmental fund
financial statements only for employees that have resigned or retired. The compensated absences
liability has been computed based on rates of pay in effect at June 30, 2006, The compensaied
absences lability attributable to the governmental activities will be paid primarily by the General,
Mental Health, and Secondary Roads Funds.

for amounts that are not available for appropriation or are legally restricted by outside parties for vse
for a specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.

Net Assets - The net assets of the Emplovee Groap Health Fund is designated for anticipated future
catastrophic losses of the County.

E. Budeets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the year ended June 30, 2006, disbursements did not exceed the amounts budgeted
in any functions.

2. CASH AND POOLED INVESTMENTS

The County's deposits in banks at June 30, 2006, were entirely covered by Federal depository insurance or
by the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for
additional assessments against the depositories to ensure there will be no loss of public funds.

The County is authorized by statute to invest public funds in obligations of the United States government,
its agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Supervisors; prime eligible bankers acceptances; cerlain
high rated commercial paper; perfected repurchase agreements; certain registered open-end management
investment companies; certain joint investment trusts; and warrants or improvement certificates of a
drainage district.

The County had no investments meeting the disclosure requirements of Government Auditing Standards
Board Statement Number 3,

The County's investment policy limits the investment of operating funds (funds expected to be expended in
the current budget year or within 15 months of receipt) in instruments that mature within 397 days. Funds
not identified as operating funds may be invested in investinents with maturities longer than 397 days but
the maturities shall be consistent with the needs and use of the County.

29



3

INTERFUND TRANSFERS

CHERQKEE COUNTY
NOTES TO FINANCIAL STATEMENTS

The detail of interfund transfors for the year ended June 30, 2006, is as follows:

Transfer to
Special Revenue:
Secondary Roads
General

Transier from Amount
Special Revenue:

Rural Services £1.034,000
Special Revenue:

County Government Assistance 227

Capital Projects _7.638

Transfers generally move resources from the fund statutorily required to collect the resources 1o the fund
statutorily reguired to expend the resources,

CAPITAL ASSETS

Capital assets activity tor the

year ended June 30, 2006, was as follows:

Governmental activities:

Capital assets not being depreciated;
Land

Construction in progress

Total capital assefs not being depreciated

Capital assets being depreciated:
Buildings

Improvements other than buildings
Equipment and vehicles
Infrastructure, road netowrk

Total capital assets being depreciated

Less acoumulated depreciation for:
Buildings

Improvements other than buildings
Eguipment and vehicles
Infrastructure, road network

Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

Balance Balance
Beginning End

of Year increases Decreases of Year

180,730 8 107687 % S 198,517

3.085.089

{244.796) 2,840,293

3205839 17,767

(244,.790) 3038810
3,547,197 29,170 - 3,576,367
9,750 - 9,750

5,007,421 528,396
6,599.495  3.517.805

(347,985 5,187,832
10,117.300

15163.863 4075371

(347.985) 18,891,249

1,578,973 50,218 . 1,629,191
2,134 487 ; 2,621
2,230,912 314208 (270,766) 2,274,444
311,405 406.571 717,976

4,123,424 771,574

(270.7660) __4.624.232

11,040,439 3,303,797

(77,219y _14.267.017

$14.306278  $3.321,564

$(322.015) 817,305,827
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

4. CAPITAL ASSETS - (Continued)

Depreciation expense was charged to the following functions:

Governmental activities:

Public safety and legal services § 38,259
Physical health and social services 3,003
Mental health 3,274
County environment and education 14,162
Roads and transportation 654,805
Governmental services (o residents 4,878

Administration
Total depreciation expense - governmental activities

3. DUE TO OTHER GOVERNMENTS

The County purchases services from other governmental units and also acts as a fee and tax collection
agent for various governmental units. The Agency Fund collections also include aceruals of property tax
for the succeeding year. The tax collections are remitted to those governments in the month following
collection. A summary of amounts due to other governments is as follows:

Fund Description Amount

Cieneral Services £ 7207

Special Revenue:

Mental Health Services
Secondary Roads
Total for governmental funds

Agency:
County Assessor Colections $ 437,195
Schools 6,617,964
Commumity Colleges 359,068
Corporations 2,797,316
Townships 201,001
Auto License and Use Tax 237,352
Agricultural Exlension 155,503
All other

Total for agency funds

6. CHANGES IN LONG-TERM LIABHITIES

A summary of changes in long-term labilities for the year ended June 30, 2006, is as follows:

Compensated Absences:

Balance, beginning of year $161,943
Increases 24,400
Balance, end of vear $186,343

Dug within one vear 318
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CHEROKEE COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

PENSION AND RETIREMENT BENEFITS

The County contributes to the Iowa Public Employees Retirement System (IPERS), which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. [PERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
IA, 50306-9117.

Most regular plan members are required to contribute 3.70% of their annual covered salary and the County
is required to contribute 5.75% of annual covered payroll. Certain employees in special risk occupations
and the County contribute an actuarially determined comtribution rate, Contribution requirements are
established by State statate. The County’s contribution to IPERS for the years ended June 30, 2006, 2005,
and 2004, were $189,956, $1835,026, and $182,600, respectively, equal to the required contributions for
each vear.

RISK MANAGEMENT

Cherokee County is 2 member in the lowa Coramunities Assurance Pool, as atlowed by Chapter 331.301 of
the Code of lowa. The lowa Communities Assurance Pool (Pool) is a local governument risk-sharing poot
whose 531 members include various governmental entities throughout the State of Iowa. The Pool was
formed in August 1986 for the purpose of managing and funding third-party liability claims against its
members. The Pool provides coverage and protection in the following categories: general liability,
automobile Hability, automobile phystcal damage, public officiais liability, police professional liability,
property, inland marine, and boiler/machinery. There have been no reductions in insurance coverage from
prior vears.

Fach member's annual casualty contributions to the Pool fund current operations and provide capital.
Annual operating contributions are those amounts necessary to fund, on a cash basis, the Pool's general and
administrative expenses, claims, claim expenses, and reinswrance expenses due and payable in the current
year, phus all or any portion of any deficiency in capital. Capital confributions are made during the first six
years of membership and are maintained to equal 300 percent of the total current mermbers' basis rates or 1o
comply with the requirements of any applicable regulatory authority having jurisdiction over the Pool.

The Pool also provides property coverage. Members who elect such coverage make annual operating
contributions which are necessary to fund, on a cash basis, the Pool's general and adminisirative expenses
and reinsurance premiums, ali of which are due and payable in the current year, plus all or any portion of
any deficiency in capital. Apy year-end operating surplus is transferred to capital. Deficiencies in
operations are offset by transfers from capital and, if insufficient, by the subsequent year's member
contributions.

The County's property and casualty contributions to the risk pool are recorded as expenditures from its
operating funds at the time of payment to the risk pool. The County's annual contributions to the Pool for
the vear ended June 30, 2006, were $103,078.

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large losses. The
Pool retains general, automobile, police professional, and public officials' liability risks up 1o $350,000 per
claim. Claims exceeding $350,000 are reinsured in an amount not to exceed $2,650,000 per claim and
£5,000,000 in the aggregate per year. For members requiring specific coverage from $2,000,000 to
$10,000.,000, such excess coverage is also reinsured. Property and astomobile physical damage risks are
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RISK MANAGEMENT - (Continued)

retained by the Pool up to $100,000 each oceuirence, cach location, with excess coverage reinsured on an
individusl member basts.

The Pool's intergovernmental contract with its members provides that in the event a casualty claim or series
of claims exceeds the amount of risk-sharing protection provided by the member's risk-sharing certificate,
or in the event that a series of casually claims exhausts total members' equity plus any reinsurance and any
excess risk-sharing recoveries, then payment of such claims shall be the obligation of the respective
individual member. The County does not report a Hability for losses in excess of reinsurance or excess
risk-sharing recoveries unless it is deemed probable that such losses have occurred and the amount of such
loss can be reasonably estimated. Accordingly, at June 30, 2006, no liability has been recorded in the
County’s financial statements. As of June 30, 2006, settled claims have not exceeded the risk pool or
reinsurance coverage since the pool’s inception.

Members agree to continue membership in the Pool for a period of not less than one full year. After such
period, a member who has given 60 days prior written notice may withdraw {rowm the Pool. Upon
withdrawal, payments for all clatins and claim expenses become the sole responsibility of the withdrawing
member, regardless of whether a claim was incurred or reported pnior to the member’s withdrawal.
Members withdrawing within the first six years of membership may receive a partial refund of their capital
contributions. I a member withdraws after the sixth year, the member is refunded 100 percent of its capital
contributions. However, the reftind is reduced by an amount equal to the annual operating confribution
which the withdrawing member would have made for the one-year period following withdrawal.

The County also carries commercial insurance purchased from other insurers for coverage associated with
workers compensation and employee blanket bond in the amount of $5,000,000 and $20,000, respectively.
The County Treasurer and County Sheriff have excess coverage of $50,000 and $30,000, respectively. The
County assumes Hability for any deductibles and claims in excess of coverage limitations, Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal
years.

EMPLOYEE HEALTH INSURANCE PLAN

Cherokee County entered into an administrative services agreement with Emplovee Benefit Systems to
administer the emplovee partial self-funded health plan. Monthly payments of service fees and plan
contributions are recorded as expenditures in the operating funds at 1the time of pavment to the Internal
Service, Emplovee Partial Self-Funded Health Plan Fund maintained by the County Treasurer. Under the
agreementt, deductible and coinsurance expenses are processed by Employee Benefit Systems with
payments from the Internal Service, Employee Partial Seif-Funded Health Plan Fund, The employer
sponsors a group insurance policy which provides comprehensive hospital and medical coverage for
eligible employees and, if elected, their spouses and dependents. Under the partial selt-funded plan, the
Plan will reimburse an eligible employee for a portion of the deductible and coinsurance expenses under
the contract.

INTERGOVERNMENTAL AGREEMENT

The Courty participaies in an agreement with Cherokee County Solid Waste Commission, a political
subdivision created under Chapter 28F of the Code of Towa. The purpose of the Commission includes
providing economic disposal of solid waste produced or generated within the member county and
municipalities. Payments to that commission totaled $105,975 during the vear ended June 30, 2006.
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INTERGOVERNMENTAL AGREEMENT - (Continued)

State and federal laws and regulations requive the Commission to place a final cover on its landfiil site
when it stops accepting waste and to perform certain maintenance and monitoring functions at the site for
thirty years after closure. The total costs to the Commission have been estimated at $1,155,190 as of

June 30, 2006, and the portion of the Hability that has been recognized is $1,044,784. The Commission has
begun to accumulate resources to fund these costs, and at June 30, 2006, deposits ol §235 565 are restricted
for these purposes. The closure care account 3s fully funded at June 30, 2006, however, the local
government guaranty was used in prior years for the Commission to demonstrate financial assurance for
postclosure care costs. The Commission oblained the local government guaranty from Cherokee County on
June 10, 1997. No estimate has been made as to the effect of possible future assessments to the County.

DEVELOPMENT AND REBATE AGREEMENT

The County has entered into development agreements to assist in urban renewal projects. The County
agreed to rebate incremental taxes paid by the developer in exchange for infrastructure rmprovements
constructed by the developer as set forth in the urban renewal plan. Under the first agreement, the
incremental taxes to be received by the County under Chapter 403.19 of the Code of lowa from the
developer will be rebated for 2 period of ten years beginning with the tax year in which the property taxes
on the completed value of the improvements are first paid. The total amount that will be rebated over the
ten vear period under the development and rebate agreement cannot be determined. The amount 10 be
rebated each yvear will be 639 of the property taxes calculated on a minimum value of $4,000,000. During
the year ended June 30, 2006, the County rebated $68,712 of incremental taxes to the developer. No bonds
or notes were issued for this construction project.

Under the second agreement, the incremental taxes 1 be recetved by the County under Chapter 403,19 of
the Code of Towa from the developer will be rebated for a period of ten years beginning with the tax year in
which the property taxes on the completed value of the improvements are first paid. The total amount that
will be rebated over the ten year period under the development and rebate agreement cannot be detenmined.
The amount to be rebated each year will be 63% of the property taxes calculated. During the year ended
June 30, 2006, the County rebated $11,486 of incremental taxes to the developer. No bonds or notes were
issued for this construction project.

Under the third agresment, the incremental taxes to be received by the County under Chapter 402,19 of the
Code of Towa from the developer will be rebated for a period of ten vears beginning with the tax year in
which the property taxes on the completed valae of the improvements are first paid. The total amount thai
will be rebated over the thirteen year pertod under the development and rebate agreement cannot be
determined. The amount to be rebated each vear will be 63% of the property taxes caleulated. During the
vear ended June 30, 2006, the County rebated $43,816 of incremental taxes to the developer. No bonds or
netes were issued for this construction project.
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12, COMMITMENTS

The County has entered into the following contracts which were not completed as of June 30, 2006

Costs Remaining
Total Incurred  Commitment
Contract As of As of
Project Amount 6-30-06 #-30-06
Mill Creek bridge, engineering § 88.000 § 83,362 § 4,638
Mill Creek bridge 663,192 576,094 87,008
§751,192 S639 456 $91.736

The balance remaining at June 30, 2006, will be paid as work on the projects progresses.

13, JUVENILE DETENTION CENTER

The County participates in Northwest fowa Multicounty Regional Juvenile Detention Center, a jointly
governed organization formed pursuant fo the provisions of Chapter 28E of the Code of fowa. The purpose
of the Center is 1o establish and maintain a juvenile detention facility and related services. The Center does
not determine capital allocations of the equity interest for individual participating jurisdictions. The Center
issues separate financial statements on the accrual basis and the transactions of the Center are not included
in the financial statements of the County. The Center's activity for the fiscal year ending Fune 30, 2006,
which is the latest information available, is summarized as follows:

Net assets, beginning of year $293,928
Revenues 896,030
Expenses _165.583

Net assets, end of year

The (inancial statements-of the Center are available at the Center's administrative offce in Cherokee, Towa.

14, RELATED PARTY TRANSACTIONS

‘The County had business transactions between the County and County officials or employees totaling
$3,450 during the year ended June 30, 2006.

The preparation of financial statements in conformity with generally accepted accounting principies requires
management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results may differ from those estimates.
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16, OPERATING LEASH

The County has three leases. The Auditor’s office leases a postage machine, the County Attorney’s office
Jeases a copy machine, and the Recorder’s office leases a copy machine. Rental expense incurred for these
leases was $6,762 for the year ended June 30, 2006. Minimum amounts payable under these operating
leases are as follows:

Year ending County Total Minimum

June 30, Auditor Attorney Recorder Lease Payments
2007 $3,456 $1,912 3232 $ 5,600
2008 3,456 1,912 - 5,368
2009 1728 478 - _2.206
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CHERQKEE COUNTY
BUDGETARY COMPARISON
SCHEDULE OF RECEIPTS, UISBLJRM“\/H INTS, AND
CHANGES IN BA, BUDCE
CIU ASH ﬂSlSlMAE !&QMEMMLNJ&L FUNDS
RI OU [RbD SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 20066

Final to
Budgeted Amounts Actual
Actual Qriginal Fipal Variance
Receipts:
Property and other County tax $3,537,742 $3,520976 33584976 § (47,234)
Interest and penalty on property tax 26,613 8,600 8,600 18,013
Tax increment financing revenucs 125,361 125,361 125,361 -
Intergovernmental 4,334,753 5,761,293 5,820,795 (1,486.,042)
Licenses and permits 49,047 220139 22,736 26,308
Charges for service 308,088 236,110 256,110 51.978
Use of moncy and property 180,843 118,500 118,500 62,343
Miscellaneous 135,003 35373 41,775 93,230
Total receipts R.0697452 0857956 9,078,836 (1,281,404
Dishursements:
Operating:
Public safety and legal services 1,452,338 1,563,702 1,606,973 154,635
Physical health and social services 723,455 1,740,112 1,782,612 1,029,157
Mental health 1,243,926 1,148,437 b 248,437 4511
County environment and edrcation 449 605 477 6604 477,604 27,699
Roads and transportation 3,019,563 3.070,628 3,070,628 51,063
Governmental services to residents 409,165 456,524 466,524 57,359
Administration 936,717 961,024 1,112,024 175,367
Capital projects 177,019 2,018,000 2,018,000 840 981
Total disbursements 9.411,788 11438031 11752802 2341014
Excess (deficiency) of receipts over disbursements {714,336} (1,580,075 (31,773.946) 1,059,610
Other financing sources, net 7,500 505 305 6,993
Excess (deficiency) of receipis and other financing
sources over dishursements and other financing uses (706,836) (1,579,570) (1,773,441) 1,066,605
Balance beginning of year 5,137,488 4,688,467 4,688,467 448 9491
Balance end of year $4,430,622 $3,108,897 $2915026 $1,515.596

See accompanying independent auditor's report.
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BLDGETARY C ()MPARISGN ‘S(;}IPL?UI E-BUDGET

Revenues

Expenditures

Net

(ither financing sources, net
Beginning fund balances
Ending fund balances

TO GAAP RECONCILIATION

REQUIR. LQ,&ULELLMEMA&_XMQRMMA TION

4

JED JUNE 30, 2006

Governmental Funds

Modified
Casgh Acerual Accrual

Basis Adinstments Basis

$8,697,452 $ 644,840 $9.342,292
9,411,788  (133,839) 9,277,049
(714,336) 778,679 64.343

7,500 . 7,500
5.137.458 620,720 5,758,178
$4.430,622  $ 1,399,399  $5,830,021

See accompanying independent auditor's report.
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NOTES TO REQUIRED SUPPLEMENTARY
INFORMATION - BUDGETARY REPORTING
JUNE 36, 2006

The budgetary comparison is presented as Required Supplementary Information in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary
perspective differences resulting from not being able to present budgetary comparisons for the General Fund
and each major Special Revenue Fand.

In accordance with the Code of Towa, the County Board of Supervisors annually adopts a budget on the cash
basis following required public notice and hearing for all funds except blended component units and Agency
Funds, and appropriates the amount deemed necessary for each of the different County offices and
departments. The budget may be amended during the year utilizing similar statutorily prescribed
procedures. Encumbrances are not recognized on the cash basis budget and appropriations lapse at year
end,

Formal anit legal budgetary control is based upon ten major classes of expenditures known as functions, not
by fund. These ten functions are: public safety and legal services, physical health and social services,
mental health, county environment and education, roads and transportation, governmental services to
residents, administration, non-program, debt service, and capital projects. Function disbursements required
to be budgeted include disbursements for the General Fund, the Special Revenue Funds, the Debt Service
Fund, and the Capital Projects Funds. Although the budget document presents function disbursements by
fund, the legal level of control is at the aggregated function level, not by fund. Legal budgetary control is
also based upon the appropriation to each office or department. During the year, one budget amendment
increased budgeted disbursements by $314,771. The budget amendment is reflected in the final budgeted
amounts.

In addition, annual budgets are shmilarly adopted in accordance with the Code of Jowa by the appropriate
governing body as indicated: for the County Extension Office by the County Agricultural Extension
Couneil; for the County Assessor by the County Conference Board: for the E911 System by the E911
Service Board; and for Disaster Services by the Cherokee County Emergency Management Commission.
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LopRUREE (AN NEY
COMBINING BALANCE SHET
NONMAJOR GOVERNMENTAL FUNDS Schedule |
JUINE.30, 2006

Special Revenue

Resource County Recorder's Hotel and  Urban
Enhancement  Hecorder's  Electronie Forfeited  Flood  Renewal Conservation  Drug
and Reoerds Transaction  County Property  Relief Tax Conservation Land Court
Profection Management Tee Betterment  Lund hants  Increment  Hducatiop Acquisition  Grant Total
ASSETS
Cash and pooled investments 3 72487 § 6,480 § 620 % 108,183 §11,148 3§ 3303 - % 2680 & 38381 §49.538 § 289736
Receivabiles:
Actouns - - - 17,348 281 - - - - - 17,621
Property tax
Dielinguent - - - - - - 167 - - - 147
Succeeding year - ~ - - - - 34,643 - - - 34,643
Due from other governments - 649 - - - 1,000 - - - - 1.64%
Total assets g 72887 % 7,109 3 420§ 125523 §$11429 % 1033 $34750 § 2,086 & 38581 $49558 4 34377
Lialnlities:
Accomis payable 5 - 3 - k) - k3 64 % - S L0000 % - 8 - ) - $ 1261 % 2328
Dreferred revemye:
Succeeding year property tax - - - - - - 34,643 - - - 34043
Other - - - - - - 107 - - - 37
Total Habilities - - - 54 - 1060 34750 - - 1,261 37.075
Fund balances:
Unreserved 72,487 7.109 620 125459 11,429 33 - 2,686 38,581 43,297 366,701
Total furd balances 72,487 7.189 620 12545 11,429 33 - 2,686 38,581 48,297 306,701
Total liabilities and fund balances $ 72,487 § 7,108 § 620§ 125323 §$11.429 § 1033 $34730 38 2686 5 38381 §49558 § 343776

See sccompanying independent auditor’s report.
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CHEOROKEE COUNTY
COMBINING SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES :
HNONMAJOR GOVERNMENTAL FUNDS
FAR ENDED TNE 30, 2006

Special Revenue

Resource County
Ephancoment  Recorders County
and Records Goverament

Prowgtion  Management  Assistange

Hoted and
-

i

Foafeited
County  Propesty il
Betermend Fuad Granis

23079034 5 - 0§ -
. . 13,000

3438 0696 -
111408 9,69

Conservation
Land

Asenzigtion

Revenues:
Property and other County tax 3 - 5 - 5 B
‘fax increment financing revennes - - -
Enterpovernmental 4,573 - -
Charges for serice - 2452 -
Use of money and propenty 1,231 7t - 30
Misesllaneous s - -
Total revenues o 6104 2523
Expenditures:
Oporating:
Public safety snd legal zervioes - - -
sival health and socinl services - - -
ty environment and education 2318 - -
Governmental services to residents - 1.83%] -
Adminisiration . o -
Total expenditures " 231 Rest .
Exeess (deticiency) of revennes over
expendiiuies 3,585 1472 -

Sher financing vsos
Operating wansfers ow - - (2.271)

S1490 a4 .
3,000 - -
18,000 - -

S04 13000

{1,710} 8,702 -

Net change in fund balanees 3.585 1472 {22713
Fund baianees beginalng of vear D - % 637 2271

E

ok
oh
En
)
]
It

3
fed
ot

5 - $ 107,934

- 125381
- 34463
- 1452
- 1N

3,697

. 71,652
. 16,450
- 22,983

- £10.711)
(7650 {9,999

{7.638y {20,521

Fund halaneces end of year

ki

Taey

a3

4

See sucompmniying independent audiior's report.
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SCHEDULEOF FIDUCIARY ASSIITS
ANDISABHITIES - AGENCY FUNDS
FUNE 30,2006

County  Agricultural  County
Offices  Extension Assessor  Schooks

ASSETS

Cash and pooled investments;

Community

Calleges

i:’gm Qiﬂn ons

Townships

Auto
License
and
Lse Tax

{(har

Schedule 3

otal

County treasuser $ - § 0 2247 s e § 01312 0§ 869§ 33974 0§ 2,948 $ 237,352 8§ 204377 0§ T3 098
Oiher County officials 34,858 - - - - - - - - 35,858
Receivables:
Property tax;
Dclinguent - 120 246 5,748 281 3,994 74 - 1 10,464
Succeeding year - 133,136 313230 6,510,704 351,818 2,735,348 197,979 - 2,041 H)L.268.257
Accoutts 19,173 - - - - - - - 12,505 31,978
Special assessments T e, e - - » - - - 185,489 185,489
Total asscts $300631 % 155503 %437105 56017964 5 350068 F 2797316 8 201001 $237352 5 404714 5117369144
LIABILFIIES
Accounts payable 5 - 3 - g - g - 3 - k3 - 5 - 5 - b3 2le % 21¢
Trusts payahle 12.479 - - - - - - - - 12478
Due to other governmenis 465852 135563 437195 5617964 359068 2797316 201001 237352 483795 11255748
Total Hiabilties $30.031 & 155303 $437103 55617064 5 330068 § 2797316 3 200001 $237352 & 404714 511260144

See accompanying independent auditor's report.
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CHEROKEE COUNTY

COMBINING SCHEDULE OF CHANGES

AND LIABILITIES - A

ASSETS AND LIABILITIES
Balances heginning of year

Additions:-
Property and other County tax
E911 surcharge
Siafe fax credis
Oiffice foes and collections
Auto Hoenzes, use tax, and postage
Trusis
siscelianeous
Total additions

Deduciions:

Agency remitlances:
To other povermments
Trusis paid ont

Total deductions

Halances end of year

IN FIDUCIARY ASSETS

County  Agricudtural  County
QOffices Lxiension Assessor Schools

Communily

Corporations

Schedule 4

Total

11,362,408

10,081,719

113,037
649,509
379,665
2,834,463
69,533
107,291

14233217

68028 & 147394 % 423297 $6.731.517 § 326813 2,677,430

- 132,108 311019 6444 8Re 348,942 2,607,722

- 9,171 19,023 415792 20,191 173,578
302,144 . 3 594 . . .

- __1.Bss - -
303,144 161,275 334,121 6,860,678 3689 133 2781300
302,098 153170 322,223 559421 236,880 2661434

9,143 - = . - T nem
311,241 133,170 1272230 6994221 336,840 2661434

% 437,195 36617964

§ 360l

$2797316 8 201001

See apcompanying independent auditor's repoit.
Pdiying
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CHEROBREE COUNTY

SCHEDULE OF REVENUES 8Y SOURCE AND EXPENDITURES BY

FUNCTION - ALL GOVERNMENTAL FUNDS

Revenues:
Property and other County tax
Inierest and penalty on property tax
Tax increment financing
Intergovernmental
Licenses and permits
Charges for service
Use of money and property
Miscellaneous

Total

Expenditures:

Operating:
Public safety and legal services
Physical health and social services
Mental bealth
County environment and education
Roads and transportation
Govermmental services to residents
Adminisiration

Capital projects

Total

FOR THE LAST FIVE YEARS

Modified Accrual Basis

Schedule 5

2006 2003 2004 2003 2002
$3,537.904 $3210,233 % 3.436,192 $3,334,378 § 2,998,740
26,574 28,3497 35,093 35,966 37,817
125,361 99,729 109,332 99.114 50,219
4,862,279 4459666 4,232,454 5161854 4,065,881
48,679 168,040 103,453 39,489 37,266
304,764 335,183 321,542 242,519 220,468
183,677 130,554 123,060 187,829 2R7 402
223,054 135,606 59,516 45,934 104,829
$0,342,292  §$8,507,408 S 8,420,642 §9,147,083 § 7,802,622
$1,454,137 $1.454,196 § 1,370,125 81,320,597 § 1.231,163
718,458 707,775 663,044 647,641 634,557
1,227.280 1058419 942,271 936,183 994,105
447,528 477,898 454,172 443 347 430,844
3,008,202  2,695879 2,764,505 2,410,874 2,460,040
408,544 278,675 250,100 223760 213,477
881,385 964,982 911,033 873,962 833,086
1,132,415 1474330 2,656,002 2,128,600 1,560,394
$§9.277.94% $9.1312154 §16.011,312 $8984964 8§ 8427 666

See accompanying independent auditor's report.
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CHEROKEE COUNTY

SCHEDRDULE OF EXPENIITURES OF FEDERAL AWARDS

YEAR ENDEL JUNE 36, 2006

Grantor/Program

Direct:
U.S. Department of Agriculture:
Watershed Protection and Flood Protection

Indirect:
U.S8. Department of Agriculfure:
lowa Department of Fuunan Services:
State Administrative Matching
Grants for Food Stamp Program

U.S. Department of Transportation:
Towa Department of Transportation::
Highway Plansing and Construction

18, Election Assistance Commission:
Towa Secretary of State:
Help America Vote Act
Requirements Payments

U.S, Department of Health and Human Services:
Towa Department of Public Health
Public Health Preparedness and
Response for Bioterrorism

Local Administration Expense Resrmmbursement

F.ocal Purchase Aliocation Mental
Health Block Grant

47

CFDA
Number

10904

10.561

20.205

91401

93.283

93.55%
93.594
G93.658
93.659
93,667
93,778

93.667

Agency or
Pass-through
Number

69-6114-5-15

BROS-CO18-(31)-85-18

SRBOBTO3

Schedule 6

Program

fié'ﬂi’:édiislti“

76,107

5,
LEALES

5787

99,055

(Continued)



CHERQRER COUNTY

SCHERULE OF EXPENDITURES O F FEDERAL AWARDS Schedule 6
YEAR ENDED JUNE 30, 2006 (Continued)
Agency or
CFDA Pass-through Program
Grantor/Program Number Number Expenditures
Indirect:
ULS, Department of Homeland Security:
Iowa Department of Public Defense:
State Homeland Security Grant Program (SHSGP IT) 97.004 $ 69,793
Homeland Security Grant Program 106,189
Homeland Security Girant Program 97.067 46,452
222,434
Emergency Management Performance Grants 97.042 11798
Citizen Corps Program 97.033 11,768
Total b 857419

Basis of Presentation - The Schedaole of Expenditures of Tederal Awards includes the federal grant
activity of Cherokee County and is presented on the modified accrual basis of accounting. The
information on this schedule is presented in accordance thh the requirements of OMB Circular A-133,
Audits of States, Local Governments, and N anjzations. Therefore, some amounts presented
in this schedule may differ from amounts presented in, or used in the preparation of, the basic

financial statemments.

See accompanying independent auditor's report,
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Officials of Cherokee County:

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Cherokee County, lowa, as of and for the year ended June 30, 2008,
which collectively comprise the County’s basic financial statements Hsted in the table of contents, and have issued
our report thereon dated October 19, 2006, We conducied our audit in accordance with U.S, generally accepted
auditing standards and the standards applicable to fnancial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States,

Internal Cotrol Owver Financial Reporting

In planning and performing our audit, we considered Cherokee County’s intermal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinions on the financisl
statements and not to provide an opinion on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operation that we consider to be
reportable conditions. Reportable conditions invelve matters coming to our attention relating to significant
deficiencies i the design or operation of the infernal control over financial reporting that, in our judgment, could
adversely affect Cherokee County”s ability to record, process, summarize, and report fnancial data consistent
with the assertions of management in the financial statements. Reportable conditions are described in Part i of
the accompanying Schedule of Findings,

A material weakness 1s a reportable condition in which the design or operation of pne or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by error or fraud
in amounts that would be material in refation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. Qur
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal confrol that might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that are also considered to be material weaknesses, However, of the reportable conditions described
above, we belicve items I-(AB, and D)-06 are material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cherokee County’s financial statements are {ree of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amonnts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to he reported under
Government Auditing Standards. However, we noted certain immaterial instances of noncompliance or other
matters that are deseribed in Part B of the accompanying Schedule of Findings.
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Comments involving statutory and other legal matters about the County’s operations for the year ended
June 30, 2006, are based exclusively on knowledge obtained from procedures performed during our andit of the
financial statements of the County. Since our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The comments invelving statutory and other legal
matters are not intended to constitute legal ierpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the officials, employees,
and citizens of Cherokee County and other parties to whom Cherokee County may report, including federal
awarding agencies and pass-through entities. This report is not intended to be and should not be used by anyone
other than these specified parties.

We would ke {o acknowledge the many courtesies and assistance extended to us by personnel of Cherokee
County during the course of our audit. Should you have any questions concerning any of the above matters, we
shall be pleased to discuss them with you at your convenience.

October 19, 2006
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ONINTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Officials of Cherokee County:

We have audited the compliance of Cherokee County, lowa, with the types of compliance requirements
described in U8, Office of Management and Budget (OMB) Circular A-133 Compliance Supnlement that are
applicable to each of its major federal programs for the year ended June 30, 2006. Cherokee County™s major
federal programs are identified in Part T of the accompanying Schedule of Findings. Compliance with the
requirements of laws, regulations, contracts, and grant agreements applicable to each of its major federal
programs is the responsibility of Cherokee County’s management, Our responsibility is to express an opinion on
Cherokee County’s compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing standards, the
standards applicable to financial audits contained in Government Aunditing Standards, issued by the Comptrolier
General of the United States, and OMB Circular A-133, Audits of States, Local Governments. and Non-Profit
Oreanizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether non-compliance with the types of compliance requirements referred 1o above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about Cherokee County’s compliance with those requirements and performin o such other
procedures, as we considered necessary in the circumstances. We believe our audif provides a reasonable basis
for our opinton. Our audit does not provide a legal determination on Cherokee County’s compliance with those
reguirements.

In our opinion, Cherokee County complied, in all material respects, with the requirements referred to ahove
that are applicable to each of its major federal progrants for the year ended June 30, 2006,

Internal Control Over Complignes

The management of Cherokee County is responsible for establishing and maintaining effective internal
control over compliance with requirements of taws, regulations, contracts, and grant agreements apphicable o
federal programs. In planning and performing our audit, we considered Cherokee County’s internal control
ever compliance with requirements that could have a direct and material effect on a major federal pro Eram in
order 10 determine our auditing procedures for the purpose of expressing our opinion on compliance and io
test and report on internal contrel over compliance in accordance with OMB Circular A-133,



A material weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that non-compliance with applicable
requiternents of laws, regulations, contracts, and grant agreements caused by error or fraud that would be material
in refation to a major federal program being avdited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. Our consideration of the internal control
over compliance would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be
material weaknesses, We noted no matters involving the internal control over compliance and its operation that
we consider to be material weaknesses.

This report, a public record by law, is intended solely for the infonmation and use of the officials, employees,
and citizens of Cherokee County and other parties o whom Cherokee County may report. including federal
awarding agencies and pass-throngh entities. This report is not intended to be and should not be used by anyone
other than these specified parties.

M,,w/":?w

October 19, 2006
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Part I

CHEROKEE COUNTY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2006

Summary of the Independent Auditor’s Results:

(a)
(b)

(h)
L

An unqualified opinion was issued on the financial statements.

Reportable conditions in internal control over financial reporting were disclosed by the audit of the
financial statements, including material weaknesses,

The audit did not disclose any non-compliance which is material to the financial statements,
No material weaknesses in internal control over the major programs were identified.
An ungualified opinion was issued on compliance with requirements applicable to each major program.

The audit disclosed no audit findings which were required to be reported in accordance with Office of
Management and Budget Circular A-133, Section 510(a),

The major programs were as follows:
- CFDA Number 10.904 - Watershed Protection and Flood Protection,
- CFDA Number 20.205 - Highway Planning and Construction.
The dollar threshold used to distinguish between Type A and Type B programs was $300,000.

Cherokee County did not qualify as a low.risk auditee.



CHEROKEE COUNTY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2606

Part H: Findines Related to the Financial Statements:

INSTANCES OF NON-COMPLIANCE:
No matters were reported.

REPORTABLE CONDITIONS:

[I-A-06  Segregation of Duties - During our review of internal control, the existing procedures are
evaluated in order to determine that incompatible duties, from a control standpoint, are not
performed by the same employee, This segregation of duties helps to prevent losses from
empioyee error or dishonesty and therefore maximizes the accuracy of the County’s financial
statements. We noted that generally one or two individuals in an office may have control over
the foliowing areas for which no compensating controls exist.

Recommendation - We realize that with a limited number of office employees. segregation of
duties is difficult. However, cach official should review the operating procedures of their
office to obtain the maximum internal control pessible under the circumstances. The official
should utilize current personnel to provide additional control through review of financial
transactions, reconciliations, and reports. Such reviews should be performed by independent
persons to the extent possible, and should be evidenced by initials or signature of the reviewer
and the date of the review. Following are controls which should be implemented whenever
possible:

1. All incoming mail should be opened by an employee who is not authorized to make
entries to the accounting records. This employee should prepare a listing of cash and
checks recetved. The mail should then be forwarded to the accounting persommel for
processing. Later, the same listing should be compared to the cash receipt records.

2. Bank accounts should be reconciled promptly at the end of each month by an individual
whe does not sign checks, handle or record cash,

3. Checks or warrants should be signed by an individual who does not otherwise participate
in the preparation of the checks or warrants. Prior to signing, the checks or warrants and
the supporting documeniation should be reviewed for propricty. After signing, the checks
or warrants should be mailed without allowing them to veturn to individuals who prepare the
checks or warrants or approve vouchers for payment. This includes the payroil checks,
which are currently being distributed by the same person who prepares them.

segregation of duties with respect to incoming mail, bank reconciliations, and checks and
warrants signatures. Bank reconciliations will be done in a timely manner. Bvery effort will
be made to assure checks, warrants, and payroll checks are prepared, entered, processed, and
distributed properly by as many employees as possible to insure propriety. Also, with limited
staff it is not always possible.
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CHEROKEE COUNTY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2006

Part 11 Findings Related to the Financial Statements: (Continued)

REPORTABLE CONDITIONS: {Continued)

11-B-06

H-C-06

Unauthorized Disbursement - We examined a claim submitted from the Secondary Road
Department which apparently was not authorized by the department head. This payment was
for over $86,000 and involved a state funded road project. This should not have been paid by
the County. The anount was returned by the vendor in November 2006.

Recommendation - Claims should only be submitted for payment after they have been
property authorized by the department head or their designated representative.

Response - The olaim referred 1o was paid when the department head was out of the office for
medical reasons. Claims will be authorized by the depariment head or their designated person.

Conclusion - Response aceepted,

Electronic Data Processing Svstems - During our review of internal control, the existing
control activities in the County’s computer based sysiems were evaluated in order to determine
that activities, from a control standpoint, were designed o provide reasonable assurance
regarding the achievement of objectives in the reliability of financial reporting, effectiveness
and efficiency of operations, and compliance with applicable laws and regulations. The
following weaknesses in the County’s computer based systems were noted:

The County does not have writien policies {or:
- password privacy and confidentiality,

- requiring password changes because sofiware does nol require the user to change
logins/passwords periodically,

- ensuring that sofiware not hcensed {o the County 18 not fnstalled on a nersonal
computer.

Also, the County does not have a written disaster recovery plan.
Recommendation -~ The County should develop written policies addressing the above items in

order to improve the County’s control over computer based systems. A written disaster
recovery plan should be developed.

Response - A written policy to insure password privacy Tor all network svstems has not been
writfen at this thme. A sample policy will be obtained and modified this vear. Cherokee
County does have a disaster recovery plan adopted and approved by the Board of Supervisors
on May 16, 2000,

Coneclusion - Response accepted.
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CHEROKEE COUNTY
SCHEDULE OF FINDINGS

YEAR BENDED JUNE 30, 2006

Part 1T: Findings Related to the Financial Statements: (Continued)

REPORTABLE CONDITIONS: (Confinued)

1-D-06

Mileage Reimbursenment - Several claims for mileage reimbursement from the Environmental
Health Department did not indicate destinations or purpose of the travel.

Recomumendation - Al claims for travel reimbursernents should be supported by proper
documentation which indicates the destination and purpose. Any claims not propesly
supported should be treated as a taxable fringe benefit to the emplovee.

Response - The Environmental Health Department has since changed its mileage reporting
procedures. Inttially. employees were only required to report date and number of miles
traveled. The form has been modified to require employees to report date, miles traveled,
place they traveled to, and the purpose of the trip.

Conclusion - Respouse accepted.

Part £11: Other Findings Related 10 Reauired Statutory Reporting:

Hi-A-06

Hi-8-06

HE-C-06

1-13-06

Certified Budget - Disbursements during the vear ended June 30, 2006 did not exceed the
amount budgeted in any service area.

Questionable Expenditures - No expenses that may not meet the requirements of public
purpose as defined in an Altorney General's opinion dated April 25, 1979 were noted.

officials or employees were noted.

Business Transactions - Business transactions between the County and County officials or
employees are detailed as follows:
Name, Title, and Transaction
Business Conpection Description Amount
Ronald Wetherell, Supervisor, Parts, repairs,
Part owner of Wetherell Manufacturing and supplies $2.108

Chris Staver, spouse of Sheriff
Department employee, owner
of High Country Auto Body Parts and repairs S 542

Thomas R. Jenness, Weed
Comunissioner Well closings $ 800
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CHEROKEE COUNTY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 20006

Part I Other Findings Related to Reguired Stafutory Reporting: (Continued)

HI-D-06

IHE-E-06

N-E-AL6

-G-06

HI-H-06

Business Transactions ~ (Continued)

In accordance with Chapter 331.342(10) of the Code of Towa, the transactions with Chris
Staver and Thomas R, Jenness do not appear to be conflicts of interest since total transactions
were less than $1,500 during the fiscal vear. The other transactions may represent a conflict
of interest.

Recommendation - The County should review those transactions closely and may want to
consult their attorney to determine that they are in compliance with the Code of lowa,

Response - AH business transactions are monitored at the time of payment. This is a small
County and purchases are made locally whenever possible, many times they are the only

vendor available tn the County for that servive,

Bond Coverage - Surety bond coverage of County officials and emplovees is in aceordance
with statutory provisions.

Board Minuies - No transactions were found that we believe should have been approved in
the Board minutes but were not.

Deposits and Investments - No tnstances of nop-compliance with the deposit and investment
provisions of Chapters 128 and [2C of the Code of lowa and the County’s investment policy
were noted. However, the County™s invesiment policy states that the policy will be reviewed
every two years, or more frequently if necessary. It appears the policy has not been reviewed
since June 2000,

Recommendation - The mvestment policy, in addition to all County policies, should be
reviewed and approved perodically to ensure that they are in complinnce with legal
requirements, and the intentions of County officials.

Response ~ The Cognty Treasurer will be contacted to meet with the supervisors to review the
County’s imvestment policy.

Resovurce Hohancement and Protection Certification - The County property dedicated property
fax revenue to conservation purposes as required by Chapter 455A. 191 )(5) of the Code of
fowa in order to receive the additional REAP funds allocated in accordance with

subsections (b)Y 2) and (b} 3).




CHEROKEE COUNTY
SCHEDULE OF FINDINGS

YEAR ENDED RUNE 20, 2006

Part ITE: Other Findings Related to Reguired Statutory Reporting: {(Continued}

106 County Extension Office - The County Extension Office is operated under the authority of
Chapter 176A of the Code of Towa and serves as an ageney of the State of lowa. This fund is
administered by an extension Counci! separate and distinet from County operations and,
consequently, is not included in Exhibits A or B.

Disbursements during the vear ended June 30, 2006, did not exceed the amount budgeted.

Chapter 554D.114 of the Code of lowa allows the County {0 retain cancelled checks inan
clectronic format and requires retention in this manner to inchide an image of both the front
and back of each cancelled check. The Extension office retains cancelled checks through
clectromic image, but does not obtain an image of the back of each cancelled check as
reqaired.

Recommendation - The Extension office should obtain and vetain an image of both the fromt
and back of each cancelled check as required.

Response - The Coundy Extension Office will be encouraged to have check images of both
froat and back for each cancelled check returned.

Conclusion - Response accepted.



